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SUBJECT: BOEING- EUROPEAN COLLABORATION ON 7 X7 PROJECT 

BEGIN SUMMARY: UKG HAS UNDER CONSIDERATION BOEING 
PROPOSAL THAT WOULD HAVE ROLLS ROYCE AND US ENGINE 
MANUFACTURER COMPETE IN SUPPLYING ENGINES FOR 7 X7 AIR- 
CRAFT. NEW ROLLS ENGINE PROJECT WOULD PROBABLY INVOLVE 
FORM OF TECHNICAL PARTNERSHIP WITH A US ENGINE FIRM. IN 
VIEW US DISAPPROVAL OF GE- SNECMA DEAL, BRITISH ASK 
WHETHER USG WOULD FAVOR TECHNICAL EXCHANGE BETWEEN ROLLS 
AND US COMPANY. END SUMMARY. 

1 . WE HAVE LEARNED THROUGH UKG OFFICIALS THAT BOEING 
REPS RECENTLY MADE PRESENTATION TO DEPARTMENT TRADE AND 
INDUSTRY ON BRITISH COLLABORATION WITH BOEING ON DEVELOP 
MENT AND PRODUCTION NEW 7 X7 FAMILY OF AIRCRAFT. WE ARE 
NOT FAMILIAR WITH DETAILS OF COOPERATIVE PROPOSAL PUT 
FORWARD BY BOEING BUT CENTRAL FEATURE OF IT WAS IDEA 
THAT AIRCRAFT WOULD BE PRODUCED WITH OPTION AVAILABLE 
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TO BUYERS OF CHOOSING BETWEEN COMPETING US AND BRITISH 
ENGINES. THIS ARRANGEMENT WOULD GIVE BUYERS OPPORTUNITY 
TO BARGAIN WITH ENGINE COMPANIES FOR BEST DEAL AND AT 
SAME TIME GIVE EUROPEAN AERO- ENGINE FIRM AN IMPORTANT 
PIECE OF THE ACTION IN MAIOR NEW AEROSPACE PROJECT. 

2. ACCORDING TO JAMES HAMILTON, DEPUTY SECRETARY FOR 
AEROSPACE INDUSTRY, DTI, UKG IS INTERESTED IN BOEING 
PROPOSITION. HAMILTON STATES, HOWEVER, THAT IF ROLLS 
ROYCE WERE TO UNDERTAKE MAJOR NEW AERO ENGINE PROJECT 
FOR 7 X7 IT WOULD PROBABLY INVOLVE SOME FORM OF TECHNICAL 
PARTNERSHIP WITH US ENGINE MANUFACTURER. OF CRITICAL 
CONCERN, THEREFORE, TO UKG IN EVALUATING BOEING PROPOSAL 
IS USG ATTITUDE TOWARD ADVANCED TECHNOLOGY COOPERATIVE 
ARRANGEMENT BETWEEN A US FIRM AND ROLLS ROYCE. UNCER- 
TAINTY ON US POLICY IN THIS AREA OBVIOUSLY DERIVES FROM 
DISAPPROVAL IN 1972 OF SIMILAR DEAL INVOLVING GE- SNECMA 
TECHNICAL EXCHANGE. HAMILTON SUGGESTED THAT IF UK HAD 
SOME ASSURANCE THAT USG NOT OPPOSED TO TECHNICAL EXCHANGE 
BETWEEN US ENGINE MANUFACTURER AND ROLLS ROYCE, UKG 
WOULD STAFF- OUT BOEING PROPOSAL FOR SERIOUS CONSIDERA- 
TION. 

3. HAMILTON SAID BOEING REPS WERE TOLD THAT COOPERATIVE 
EFFORT BETWEEN US AND UK ALONG LINES OF LOCKHEED/ ROLLS 
ROYCE " TRISTAR" ARRANGEMENT POLITICALLY WOULD BE EX- 
TREMELY DIFFICULT FOR UK IN TERMS OF ITS RELATIONS WITH 
OTHER MEMBERS OF EEC. IF OTHER MEMBERS PARTICIPATED IN 
PROJECT, THIS POLITICAL PROBLEM WOULD BE EASED. DTI 
REPORTEDLY HINTED THAT COOPERATIVE ARRANGEMENT BETWEEN 
BOEING AND UK, GERMANY AND ITALY WOULD BE ACCEPTABLE 
FROM POLITICAL STANDPOINT. ACCORDING TO HAMILTON, BOEING 
TOOK POINT FOR CONSIDERATION, NOTED DIFFICULTIES IN 
WORKING WITH NUMBER OF PARTNERS ON A PROJECT, AND 
INDICATED THAT IF SUCH AN ARRANGEMENT WERE STRUCK, BOEING 
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WOULD PROBABLY INSIST THAT IT DEAL WITH EUROPEAN PART- 
NERS THROUGH A SINGLE ORGANIZATION. 

4. COMMENT: EMBASSY WAS NOT INFORMED OF BOEING VISIT 
NOR WERE WE CONTACTED BY REPS WHILE THEY WERE IN UK. 

WE ASSUME, HOWEVER. THAT WASHINGTON AGENCIES HAVE BEEN 
OR WILL BE DEBRIEFED BY BOEING TEAM WHICH, WE ASSUME, 
VISITED EUROPEAN CAPITALS OTHER THAN LONDON. ALTHOUGH 
OBVIOUSLY WE DO NOT HAVE AS MUCH INFORMATION AS ONE 
MIGHT LIKE ON BOEING' S DISCUSSIONS. ON BASIS OF WHAT 
WE HAVE, WE BELIEVE BOEING PROPOSAL ( AS DESCRIBED BY 
HAMILTON) IS ONE WHICH SHOULD BE ENCOURAGED AND WE 
WOULD HOPE FACTORS THAT LED TO DISAPPROVAL GE- SNECMA 
DEAL ON TEN TON ENGINE LAST YEAR WOULD NOT APPLY IN 
CONSIDERING ROLLS ROYCE COOPERATIVE ARRANGEMENT WITH US 
ENGINE MANUFACTURER ON LARGER ENGINE FOR 7 X7 PROJECT. 

IN OUR VIEW, COOPERATIVE EFFORTS ON AD HOC BASIS BETWEEN 
US AND EUROPEAN AEROSPACE COMPANIES IS BEST WAY TO 
DISARM EEC POLITICAL/ ECONOMIC DRIVE TO " INTEGRATE" 
EUROPEAN AEROSPACE INDUSTRY. 

5. ACTION REQUESTED: WOULD APPRECIATE ADVICE ON WHAT 
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WE MIGHT TELL UKG REGARDING PROSPECT FOR USG APPROVAL 
OF ADVANCED TECHNOLOGY COOPERATIVE ARRANGEMENT BETWEEN 
ROLLS ROYCE AND US AERO ENGINE COMPANY. 

ANNENBERG 
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